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CAUSES AND PREVENTION 

OF THJB 

MOST FREQUENT CASES . ••.^ 

OF 

INSOLVENCY, 



X HE Public attention has lately been so very pro- 
perly arrested by such striking circumstances of de- 

^ception in the higher class of commercial men, that it 
has become the duty of every man, possessed of suffi- 
cient power, to offer his assistance for the prevention 
of any similar occurrence. For these evils, whenever 
they turn up, are sure to fall heavily, and often ruin- 
ously, on some individuals; and may for ever blast the 
temporal hopes of many industrious, honest, and happy 
families. 

That the gentlemen who were deceived by Mr. 
Stephenson, and induced to assert the solvency of 
that house, were fiilly satisfied of the truth of every 
account which they examined, I have the strongest 
evidence; because one of these gentlemen recom- 
mended his particular firiend not to draw out <£.18,000, 
which he had come a hundred and fifty miles (post) 
purposely to do. Unfortunately he depended on this 

. informatbn, resumed his conadence, and returned.^ 

B 
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Who is there that can read this, and will not admit 
that it is high time to put a stop to such a state of 
things ? 

Having therefore been labouring for many years to 
produce a renovation in matters of accounts, I felt it 
to be my duty to call on the public to look at these 
circumstances ; not with any intention to reflect on 
Mr. Stephenson^s partners, or the Committee of 
Bankers, but to hold up this striking occurrence, as a 
true picture of what the statements of most houses 
may be made to exhibit^ by any artful and interested 
person. My first letter drew out an anonymous 
opponent, to whom I replied, and shall notice him 
again if the subject should require it. 

My present object being of more extensive import, 
I shall take up the subject of insolvencies generally, 
shew the causes of a large majority, as they appear to 
xne, and propose such remedies as would certainly 
lessen their occurrence, and greatly reduce the evils 
attendant on commissions of bankruptcy, — assign- 
ments, and compositions through insolvency. I 
would, however, not be thought to intend the 
giving any legal opinion, as my experience is of course 
confined to circumstances which have come before me 
in my own profession. 

T^hat persons who embark in trade must ever sub- 
ject themselves to losses, is as certain, as that no 
apparent profit can be a gain, till the fact is realized. 
But that such occasional losses, though they may be 
heavy, cannot in common produce insolvency, where 
the Capital with which persons commence their trade, 
is equal to the risk they run in unforced sales, and by 
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fair adventure, conducted by real practical knowledge, 
and adequate experience in the sel^ted line of trade, 
and accompanied with a faithful registry of each day^s 
pursuits, will, I take it, be admitted by every solvent 
individual. And that trade, for the general good of 
society, should be carried on upon this principle alone, 
will I have no doubt be by them also admitted. Con- 
sequently the causes of such numerous failures must 
have had their origin with persons who have proceeded 
under far other circumstances than these. Either 
their capitals have not been of sufficient magnitude, 
or their purchases have manifested their want of 
necessary skilly or their estimate of selling prices 
has been the calculation of ignorance in that parti- 
cular line. Or, if complete in all of these qualifica- 
tions, then the faithless balance sheet gave a false re- 
port, or else, as is too frequently the case, the annual 
balancing is put off to another and another year, till 
the ** messenger^ comes to take possession as provi- 
sional assignee. 

If no one suffered but the insolvent men, then 
indeed they might pass on till their names bemg with- 
drawn from every tradesman'^s ledger should produce 
a better state of things. But while no one knows> 
that has even a single claim to make, which will be 
the next to suffer, surely any man who in perfect 
temper writes on such a subject, to expose the wrong 
and uphold the right, may firom every one expect 
attention ; sanction and support from those who have 
any thing to lose ; detraction from none ; and civility 
at least, from him even, who, feeling that the exposed 
errors give but a too fidthful picture of his houses 
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makes him wist that he had never left his father's 
home* 

To guard against that frequently distressing evil, 
an unequal capital, is, I am aware, to speak against 
« very trodden path, often intercepted with quicksands, 
and hot'Water springs. And yet, who is there that takes 
warning at this sad gulf in which men are sinking 
in almost every street ? Who is there that can once 
get credit to fill his warehouse, or load his ship, but 
is as certain of a profitable retun^ and that he can 
renew his. bills, or some how manage to get on, as if 
the cash was already at the Bank. And many do get 
on, and a £»w comparatively have here and there done 
well ; but is not the majonty ferthe other way ? 

True^'if persons so proceeding can s^l <f .10,000 
worth of goods per annum j at a profit of five per cent, 
^boveall txpenteSf and the iiaemnt ofbUh^ and inter- 
utaf money ; and this too, above all deductions and 
aihmitm^i aifid,qfter n>riting(^aUiadand doubtful 
debts as useless stuff; then ^^.500 per annum would 
be produced in such a trade* But when will any 
person out of this, in die present state, of business, 
resize a suffiiaent sum to compete ,with men of real 
capital in trade ? And who is there, let me ask, that 
minpt now stand such competition, but may at last 
bdmg ruin on some honest, industrious men, his cre- 
ditors? 

' But, admitting that such, persons should proceed, 
yet if di^ir books are not properly and faithftdly kept, 
thctf iamily expenses eicactly ascertained, their stock 
aiinually taken, the jir^^ ckarly and faithfully shewut 
^mdf it$ amuntfm*td to expee^ all expenditure: if such 



men do not regularly and positively determine these 
points, who can tell how long it will be before they 
must stop payment? And yet, should they even 
possess every proposed advantage, if the pleasing 
prospect of five per cent on some large order, should 
induce the taking an unusual risk, and a returned 
bill should be the result, even this may bring on ruin 
in a day. 

But let such traders take another course, and as- 
sume a style not suited to their means ; let them only 
buy that which their regular demand does not require, 
and then force the sales to pay accepted bills ; let 
them be careless or ignorant in matters of accounts, 
let them live fashionably, keep their parties, live from 
their warehouses or shops, or keep their country 
houses, &c., &c., and they will eventually find, that 
they have swelled the bankrupt list, which needed no 
addition. 

One great misfortune attendant on our trade, is, 
the increasing disposition to get into business. To 
keep a warehouse, to open a shop, to make a begin- 
ning, has very often appeared to me, in my survey of 
men and things, like some delusive dream ; and these 
mere hopeless attempts to better men^s condition, often 
sinks them into tuin firom which they never rise. 

How much better had it been for many young 
men, as well as for their creditors, if they had been 
satisfied with a handsome salary, filled up their station 
honorably, studied economy, and never ate, or drank, 
or worn those things which, being had on credit^ must 
be bought at far higher prices, and which cannot' but 
induce an expensive living; because, when goods can 
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be bought on credit, artides far. above 4lie young; 
man's means are of ten had, merely to, be, or only 
appear to be, equal to Mr* 

<< Owe no man any thing,^ should, be written on. 
the palms of every young, man^s hands; that, when he 
evenliandles that which he cannot pay tar, and there- 
finre cannot need, and should not buy^ he might see 
and read this excellent admonition ; and then, listen- 
ing to a monitor within, he will learn to covet less 
firmn day to day, and save with pleasure all he needs 
not spend. If this disposition were but universal, it 
would have prevented many young men, able to fill 
up some particular station well, from cov^ing by an 
improper mode to better their condition ; thus ex- 
poung themselves and their friends to losses which 
they sink under with dismay* 

How often do we see persons enter into trade, who, 
though well accustomed to some special department in 
a whdesale house, yet know nothing of the average 
expenses of a trade, or how much per cent to allow 
finr interest^ bad debts, abatements, allowances, dis* 
counts, &c* How can such.persons tell at what prices 
to sell^ so as to insure a certain average profit through 
the year ? * Against the losses which must ensue from 
audi inabili^r for trade, no 4»ipital. can possibly pro- 
vide. But where there; is bo capital^ what must 
inevitably be the consequences of such beginnings? 

And yet I could draw the picture of cases worse 
than this, which I have, seen.realized^ or. rather have 
amn their finish, and which appeared to me a very 
nan iqpproach to swindling. In< these cases^ the 
booka are sure to be any thingi but correct ;, indeed, 



it 19 a very rare circumstance that any insolvent man^t 
books exhibit any appearance of his complete know<- 
ledge of the trade. And hence, it has always 
appeared to me, springs the greater portion of the 
evil against which creditors should provide. A dear^ 
simple, and faithful set of books, should, be producedt 
or. the correctness of the accounts should, not be ad? 
mitted; and the examination of the bankrupt should 
be adjourned, sine die. 

Indeed it may be fairly argued, that, if the law 
compelled the making of a regular entry of every 
purchase, and every sale, and every payment, and 
every receipt for goods bought and sdd^ and every 
expense attendant on the trade, and of all goods re^ 
turned, and of every allowance received or made in 
settling, accounts, and every si^m of money given out 
for £miily expenses, and the whole of these entries in 
regular succession as they occur every day : and if 
the law also compelled the making an annual inveUf- 
toiy of the stock in trade, valued at the cost prices, 
and also the making of a balance-sheet, of the profit 
and loss of such trade ; and if the law provided that 
every person not so keeping bis aooonnts, and pro* 
^ttdbg the whole of them, to the Commissioners, or 
Trustees,' in cases of ins<dvjency^ should on no pre- 
tence whatever, receive hisf certificate or release: 
and if the law also provided. that, even in cases of 
aoigoducing the account^, jU'^thepipfits of the insolvent 
sboiiI4 ^ttir/y.for. three sucfs^ivo yj9«n,.be less than 
his expensea each year, that ^ he shpuld.in such case 
never receive. his certifijcate: . andiif the namea of 
such persons so offending, were then roistered alpb»» 
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betically at some proper office, and the party fiilly 
described for general inspection ;— -it may be fairly 
argued, if this were part of the bankrupt laws, that 
the bankrupt list would in a few years be very much 
reduced. Because, under such regulations, persons 
would not venture to proceed so incautiously as they 
now do ; and those who did so proceed, would be pro- 
perly visited, and at least prevented from repeating 
such unwarrantable attacks on property, as is now 
made with such little ceremony. 

From facts which I have witnessed, it has been 
often evident to me, that much carelessness takes place 
when bankrupts pass their examination. The Com- 
missioners call on the Assignees to investigate the 
bankrupt's books of account, and his balance-sheet. 
But I would ask, is one Assignee in five hundred 
equal to the task of dissecting a set of books, so as to 
shew what was the real cause of insolvency, and 
"whether the bankrupt has made a real account of all 
the property which came into his possession^ and thus 
shew whether the balance-sheet was such as should 
be received ? And if there should be here and there, 
an Assignee capable of doing this, will it be found 
that he has time to do it, and does he accomplish it ? 
or, is it faithfully done by any one else ? The con- 
trary, I apprehend, is the fact, and too often,' from 
this carelessness and want of due attention, both dis- 
honest and extravagant men pass their examination 
with ease, and obtain their certificates, and commence 
business again ; and often play off a second and a 
third edition, while they laugh at their creditors' 
credulity. 



A cure for the ivhole of this would be, a compulsory: 
law to keep correct accounts ; and then if one or two 
Accountants of real practical knowledge in Book-keep- 
ing were attached to every Commissioners^ list, to 
examine the accounts, and make an impartial report 
to the Commissioners^ and thus relieve the Assignees 
of an improper burthen and responsibility, a line 
would then be properly drawn between the honest 
and prudent but u];ifi>rtunate man, and. the dishonest, 
pr careless, and extravagant bankrupt. To the first 
dass,. every useM sympathy would readily be exhi- 
bited ; while: the others^ stopped from committing 
fiurth^ depredations on society, would retire into 
those walks of life, where prudence and contentment 
may be acquired by every one who will condescend to 
leain* 

It has often appeared to me, that another improve-^ 
ment in our laws might be very properly introduced, 
connected with insolvent cases, under a composition 
OS an a^stgnment* In each case, if the privilege was 
gL\eiBi tO'the. insolvent (onmaking known his inability 
to.pfiy his creditors) to go and renter, the fact in 
^;Shcari|rs office, which registry slH>uldhe sufficient 
l9i excfllipt him iro]n.aU l^al> proceedings .foar a given 
tinM ; d«Mfiug: which period^ if a mir|ority, iu amount, 
of;hi^ CredU^Tf agneedto the propositioQ made by 
such insolyent^md si^^edm agreement to. (hat effect ; 
thafcdkhen, .sudi. deod (m Agtfiem^nH AouSL be binding 
cy& every .other credilor^ the saij3e^aS'>if tbfQrhad aU 
signed ; it^ This would .save many vexatious arrests 
«nd heavy expenses, and prevent, a pre&veQce being 
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given to any creditor, and be advantageous to every 
one concerned. 

But ^hile the present general state of Book-keeping 
is, I am persuaded, a principal cause of insolvent 
cases, or at least of each insolvency being extended 
into for more ruinous circumstances j it is of course 
an evil against which every solvent house should feel 
disposed to unite, in seeking for the amendment of 
our laws. -Yet as the solvent houses are by far the 
most numerous class^ every one of which is liable to 
errors or imposition, that has not adopted those rules, 
which alone can produce correctness in matters of 
account ; I cannot but be rendering service to the 
commercial world, to shew the disadvantages of the 
present system of Book-keeping, and to exhibit the 
advantages which must result from an universal study 
of that science, which would give perfectiop to every 
set of books. 

Were I to draw a picture of such a state of things, 
I should point to youths whom I have seen take up 
a set of books and the balance-sheets, with all the 
familiarity of matured age, and demonstrate their 
correctness, or their errors, as the case might be ; and 
then with ready skill, turn to every error's lurking 
place, and exhibit the finished balance-sheet, with 
such a decided proof of positive correctness, as could 
not but give pleasure to every one concerned. 

If this description did but delineate the perfect 
order of every counting-house^ I should feel indeed 
that my work was done, and that I had not lived in 
vain. To accomplish such an important change is 
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ol course an Herculean task ; but I am quite disposed 
to try my skill against the common enemy of trade». 
and shall therefore draw him out to public view, with 
such of his deformities as will make his face familiar 
to every one that has ever kept a set of books. Drop- 
ping the figure, I will first present the reader with a 
view of Book-keeping as it is in general use, and 
contrast it with a view of what every set of books may 
become ; if infallible correctness should be universally 
chosen, in preference to uncertainty and error and 
deceit. 

The extensive intercourse I have had with more 
than one thousand persons^ engaged in every branch 
of trade, accompanied with an inspection of the books 
in each counting-house, forming consequently a fair 
average sample of the whole, has given me an oppor- 
tunity which no other person can have had, of forming 
an equally correct opinion oh the general state of 
Book-keeping. And from the whole which I have 
seen, I am enabled to say, that nothing at all like 
certainty, did prevail, in any House I visited. But, 
on the contrary, it is an undeniable fact, that Book- 
keeping, as it respects general practice, is at a very 
low ebb indeed ; and consequently needs the improve- 
ments which are proposed. 

There are a few counting-houses^ and I am per- 
suaded but a few comparatively, where the books are 
carefully balanced : indeed, from the observations 
which have been firequently made to me, it would 
seem, that the exact balancing of books is of a very 
secondary importance. It is true that with thinking 
men, who keep their books by Double Entry, this 
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may not be the ease ; but even many of these very 
commonly find such difficulties in balancing, that 
they pass over small differences,* or submit to pass 
over large ones, rather than go on for ever, examining 
the last twelve months' accounts : and this merely 
because they possess no clue by which they can get 
at the situation of the errors.— It will be usefiil to 
contrast this with the following circumstance.— At a 
very extensive Mercantile House, whose annual set- 
tlement is on the 30th June, the Book-keeper, though 
he could not finish posting till the afternoon of that 
day, was enabled by the English System, so to make 
his arrangement, as to balance his books that night, 
with the satisfaction and advantage that he could 
prove it was correctly done ; and what was done in 
this instance, may be done in every counting-house 
in the kingdom. 

This is of itself sufficient to claim universal atten- 
tion, as the plan of balancing will be found a valuable 
appendage to every set of books ; for it not only com- 
pels regularity and ensures correctness ; but in the ex- 
amination of books no one can proceed in uncertainty ; 
and while they will establish the important point, 
that one error cannot counterbalance another y they will 
also find it impossible for any error in amoufU to 
remain^ when the Ledger has been balanced in this way. 

* It is very common for small errors to be passed over 
as of no importance, whereas this difference, by the Italiafi 
System, may be only the balance of numerous errors of uncer- 
tain amount, which may be exceedingly injurious, and should 
N£VER BE SUBMITTED TO, morc especially in Partnership 
Concerns. 
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Persons who are not acquainted with Double 
Entry, or who consider it too troublesome for their 
business, are obliged to submit to whatever errors or 
false statements may be made in their books : because 
there is no means by Single Entry in the old way of 
knowing whether they exist or not. And it is an 
unpleasant reflection, that so many persons carry on 
trade so inconsiderately, as to omit even to keep a 
regular Cash-book, or if they have one, never attempt 
to balance it ; others omit taking an annual account 
of Stock, as if it was some painful operation, and con- 
sequently they never make an annual settlement of 
their affiiirs. 

Many an honest man, merely through this irregu- 
lar proceeding, has been compelled to become Bank- 
rupt ; or dying, has left his family in difficulties and 
great distress. And many Partnerships begun under 
the most favourable prospects, have ended in disputed 
accounts. Chancery suits, and exceeding heavy losses : 
which a different procedure would have prevented 
altogether. 

A set of books came under my inspection belonging 
to an extensive woollen manufactory; by which it 
appeared, that the partners had not come to an annual 
settlement, nor were the cash-books even cast up for 
twenty years. The parties became embarrassed, and 
their losses very great, merely through the irregu- 
larity In their books, and which eventually produced 
a bankruptcy ; though even then they paid fifteen shil- 
lings in the pound. They were not only industrious, 
but possessed every necessary qualification fi)r carrying 
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on the trade with success, except that which wi^ so 
much wanting at the books. . 

And if this conduct is cpnsid^^ ^o be wrong 
under such painful circumstances, then the omitting 
an annual settlement is ynong under the most pros- 
perous circumstances ; for the omission ef a duty is 
equally an evil, though the same painful results may 
not always ensue. For I would ask, who is there^ 
let his property be ever so extensive, that can prove 
he would not have possessed much greater affluence, 
if he had annually taken an account of his stock in 
trade, and also obtained a positive proof of the cor- 
rectness of his books. 

If the evils which arise out of this ^^ I am quite 
satisfied'^ mode of proceeding, were to receive from 
every one its due consideration ; and if the conse- 
quences that may result from such carelessness did 
but produce its proper effect on the mind of every 
one engaged in Trade, few persons would be found to 
say that they are '^ quite satisfied," unless they could 
prove that their books were positively correct. 

While every one will admit, that the natural pro- 
pensity to evil is universal ; can ^y person, carrying 
on business, justify his example to the rising gene- 
ration, if he is careless in his accounts ? This care- 
lessness and want of proof of positive correctness, 
may exhibit to our youth a ready means of supplying 
their fancied wants; wlfile a contrary conduct in 
every house would at once stop this well-known 
avenue to fraud. 

That this position of things is correctly drawn> I 
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have only to mention, that a Partner in an eminent 
Banking-house in the Metropolis assured me^ that 
tin they adopted this m6d& of bai^ncmg books, t^ey 
were constantly defrauded : since which^ it hasr entirely 
ceased. 

But even in situatiomi where temptations to do 
wrong cannot possibly take place, why should uncer- 
tainty iti matters of account b^ submitted to any 
longer, even in books kept byStngk Entry; wheu 
every one has an opportunity of providing against it 
so easily, and at such a trifling expense ?" Why sub- 
mit to the posidbility of a debit of 51. 5^. in the Day- 
book being posted iir the Ledger 5^. 5d., or TtOL lOi. 
beiiig posted lOir. I0£, which may defy detection in 
calling over. And yet a single tttot of this sort oc- 
curring 01^1^ in a perion*s whole Ufe; wouldf more than 
pay for a plan, which would exhibit every error of 
this sort, with as mUcfa certainty as its existence 
would be a cwtaihty : and that without tbe trouble of 
calling over the' books:. Or if they sbouMbe callled 
over, would prove if it were correctly done ; and by the 
number of errors it would bring to light, would show 
the very great uncertainty which' atteuds tfai^ tire- 
sonie' process. I have known a person call' over an 
eitbneous amount four times, without seeing that he 
had oitce caHed wrong. 

ta illustrate- this further, I will mention three 
eases^-^-At a MercantSe House in Bristol, of great 
importanoe, an error of £.9,900 escaped detection by 
that process, though the books^were called ovet seven 
times, by five different clerks. At another extensive 
Mercantile concern which was commenced above sixty 
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years ago, the books were never balanced ; for which 
cause one of the partners refused a settlement ; the 
partners are now all dead, and their sons also, and 
the partnership accounts, for the whole period remain 
unsettled : these books were called over so often, that 
vanous coloured inks were used for the marks, as weU 
as several letters of the alphabet. And at another 
house, which has above five thousand accounts in its 
Ledgers, it took three months' constant labour to find 
an error of Ss, 8d. and which could not be discovered 
by calling over, though repeated several times. A 
partner in this House told me, that if I had called 
on him at the time with my Plan, he would have given 
me fifty guineas for it ; because Tie saw that it would 
have detected the error without calling the books over once. 

If then these errors which were known to exist,* 
could not be discovered by calling over ; is it not a con- 
vincing proof, that errors, to a very large amount, 
may now exist in every set of books kept by Single 
Entry, which it is the duty and interest of every one 
to discover. 

The great uncertainty in matters of account, by 
the systems in general use, manifests itself firequently 
in a very difierent manner. Partners, without any 
Intention to do wrong, have been known to draw out 
of the concern in which they were engaged, a 1,000/, 
more than their due by the simple though common 
mistake of an unit in an addition : two cases of this 
sort which occurred in London were mentioned to me, 
which took place nine years before, and had ever beeu 

♦ The books being kept by Double Entry. 
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passed over unobserved. And it may be useful to 
add, that in a set ot books that c^e before me for 
examination, the partnership had been defrauded by 
one of the partners of £.1,000, cloaked over by a 
^lise entry. From this it must, T think, be evident 
that as units and (^hers are capable of Aieorking such 
mighty differences, it cannot be pfud'eht fbr any con- 
ciier^ to submit to this mode of procee^ng any lotgetj 
— or for a Partner in any House to recofmnetid a 
continuance in that course whidh, before he can te 
aware, may possibly tend to his own injury. 

But evien where persons are more successful, time, 
and the comfort of-those employed, must, or ought to 
be, a consideration in every counting-house ; and^ as 
every person is liable to commit errors, surety if a 
clue can be obtained for the certain detection of'everif 
erroTy it must be worth purchasing at some reasonable 
pribe.— A set of books, begun and kept by tHe Eng- 
lish system of Double Entry, merely from instruction 
by correspondence^ and which have been balanced by 
this plan above ten years, were sent to me for exami- 
nation at the end of the first year, with an apparent 
error of I3«. 9c7. I made out a balance sheet- frdni 
the Ledger, and, without calling over a single entry, 
exhibited all the errors in the books, which were 
numerous, and of which the 13^. 9d. was only the 
balance. I then returned the books, with proper in- 
structions for the Book-keeper : he examined the ac- 
counts which I pointed out, and easily found the 
errors as I stated them to exist : the books then ex- 
actly balanced; and those books have every three 
months since been balanced in this way with ease. 

c3 
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In persons who are open to conviction, these ob* 
servations may be sufficient to produce conviction of the 
utility of this measure ; but as I am anxious to give 
every information that I can : I will draw a compari* 
son between this balancing, and the methods now in 
use. Methods, so capable of being perverted, that a 
gentleman assured me, that he had seen a statement 
of frauds, committed in a House in the City, by a 
Partner, amounting to upwards of i£«SS,000; which 
he covered over by false entries, through a series of 
years. And a gentleman in another house told me, 
that his Partner had defrauded him of a similar 
amount, covered over by the same process. 

If every Merchant, and Banker, and Manufacturer, 
and Tradesman, and Commission Agent and Broker, 
&c., were but to open their minds for conviction; 
surely these &cts, together with that of Stephbk- 

BON^S CERTIFIED SOLVENCY, COUplcd with the 

annexed comparison, would cause an investigation in 
every house to be made as to the real state of their 
books; and an enquiry into the proposed remedy for 
removing their defects — and supplying every defi« 
ciency. 
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ENGLISH SYSTEM. 

The balances of the ac- 
counts at the Annual Set- 
tlement are not taken till 
every error is first detected, 
by a simple arrangement, 
and the Ledger made posi- 
tively correct; which can 
always be easily accom- 
plished. 

And the standard of 
correctness is so certain 
and complete, that any 
gentleman omitting for any 
reason toexaminehisbooks, 
wiU be able to prove, as 
positivelv as any question 
which ngures can deter- 
mine, whether the balances 
of the Ledger are correctly 
given, and that without ex- 
amining one single ac- 
count, or any part of the 
process that the Book- 
keeper has gone through 
in making out the balance- 
sheet. 



In balancing by the Eng- 
lish system, the Book-keep- 
er cannot need the aid of 
another person, for the 



BY THE 

ITALIAN SYSTEM. 

The balances of each aC" 
count are taken, to prove by 
their agreement that the 
Ledger is correct ; but this 
certainly is contrary to 
reason, for how can a Ba- 
lance Sheet be supposed to 
be true, merely because it 
agrees with itself; — the 
statement may be made to 
agree to save the trouble of 
finding errors, which is 
often done ; or suppose it to 
be correctly taken, how can 
the Ledger's agreeing with 
itself, be a proof that it is 
correctly posted. Omissions 
or additions on both sides, 
of the same amount, may 
occur by error; but sup* 
pose every entry in the 
Journal and (Josh Book to 
be correctly posted, and 
ascertained by a person 
interested in the result, 
even this is no proof of cor« 
rectness. — Amounts may 
be written in the Ledger 
without any original entry, 
on purpose to deceive. AU 
these cases have occurred, 
and may occur again. 

The uncertainty ofpro- 
ceeding with correctness in 
the balancing of books, is 
well known in every Count* 
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ENGLISH SYSTEM. 

Balance Sheet is arranged 
in such order, that he can 
have but little to examine 
at the time of annual set- 
tlement : and as he cannot 
be in any uncertainty as to 
the errors which the trial 
balance is sure to exhibit^, 
he has it in his power to 
complete his balance-sheet 
on any day he pleases ; and 
to do it ''right the first 
tkne in every mstance." 

At the Office of an Insu- 
]>ance Broker, whose daily 
entries are very numerous, 
the books have been ba-« 
lanced by this method 
fourteen years; and, al- 
though errors have fre- 
quently occurred ia his 
books, as they will in every 
set of books, yet they were 
detected easily in every 
instance, without the booki 
being called over once. 

Another set of books used 
in a concern, until the 
party retired , were balanced 
on this plan for many years ; 
and although the entries in 
the Day-books were so 
numerous, as to occupy 
frequently forty or fifty 
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ITALIAN SYSTl^M. 

ing-house ; and the prpce^g 
is often followed by weeks 
and months spent; in tire-' 
some examinations for the 
detection of errors, withmtt 
knowing either their naiwre 
or positive amount; and the 
calling over the books pro* 
dudng no favourable issue, 
they sometimes remain for 
years unbalanced. It is 
therefore a matter of boas^ 
ing if the Book-keeper 
should happen to make the- 
Balance Sheet agree tke 
first time. And y,et as m 
mere agreement betweeik 
the Debit and Credit ba- 
lances is considered a proof 
of correctness^ the general 
balance statement may at'- 
ways be deceHful^ because 
it is founded on false prin-^ 
cipks. But when this 
statement does not agree, 
which is commonly the case^ 
what a situation is the 
Book-keeper placed in ! He 
has no clue to detect the er- 
rors; and not knowing their 
real amount, he cannot tell 
what he has to look for — 
which side of the Ledger 
to examine, or whether the 
errors are in that or som^ 
other book; he cannot tell 
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ENGLISH SYSTEM. 

pages in the day, yet a 
trid balance of the Ledger 
was made every week for 
the whole time without a 
dijQBcuIty occurring in any 
instance. 

In an old established 
Mercantile House in Bris- 
toly much dijQBculty oc- 
curred, in balancing the 
books; the error was only 
a few shillings, but which, 
from their great attachment 
to correctness, could not 
be passed over. The books 
were called over several 
times, and every addition 
and eveiy subtraction was 
examined, but all in vain. 
The Book-keeper, quite 
wearied out, mentioned it 
to me; I advised him to 
make out the balance-sheet 
on the new Plan, which he 
did, and discovered that 
the error was in the. post- 
ing, which was detected 
without the trouble of again 
calling over the books. The 
senior partner, who has 
ever been highly respected 
for his abilities, was much 
pleased with the effect pro- 
duced by this System ; out, 
not yet seeing the full ex- 



BY THE 

ITALIAN SYSTEM. 

if it be in the posting y or 
€uidition8, or subtractions^ 
or in making an original 
entry in the Journal. Thus 
circumstancedy he has the 
whole 12 months work to 
examine, and often, after 
accomplishing this tiresome 
business, the difficulty is 
made still greater by the 
discovery of errors. The 
books have therefore to be 
called over again, unless 
that desperate remedy be 
applied, which unfortu- 
nately is often resorted to, 
of making the balances 
agree by a false entry. In 
an eminent house in Bris- 
tol, a considerable sum of 
money was offered for the 
discovery of an error; 
which was known to exist 
(the books not balancing) 
without producing that 
effect. But admitting that 
the books appear to balance, 
errors of the same amount 
may still exist on both sides 
of the Ledger, which is 
frequently the case, and 
are never detected but by 
€u:cident ; which happened 
in a house of the first 
respectability, and was 
discovered in this way ; an 
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tent of its operation, said, 
a further improvement was 
still wanting, that would 
discover errors of the same 
amount, happening on hoth 
sides of the Ledger, which 
once occurred with him of 
30/. The Book-keeper 
assured him that this Sys- 
tem would detect even 
those errors, and showed 
him how, and when he saw 
that no error in the Ledger 
of any amount whatever, 
under any circumstances, 
could escape detection, he 
desired him to inform me, 
that though simple, it was 
a most ingenious and valu- 
able discovery; and that 
their house would with 
pleasure sign a testimony 
in its favour. The books 
of that counting-house are 
now easily balanced every 
three months. And wher- 
ever this system is intro- 
duced, it is accompanied 
withthis striking advantage, 
that no error or miS'State- 
ment can possibly remain 
on either side, or on both 
sides, of equal or unequal 
amount. 



BY THE 

ITALIAN SYSTEM. 

acceptance was presented 
for payment, which was 
long over due ; the Ledger 
was examined to see if it 
was correct, but no such 
bill appeared in its proper 
account ; however, a refer^ 
ence to the original date 
showed the entry had been 
made, and posted to the 
Ledger, though eventually 
at the annual settlement 
omitted to be carried for^ 
ward, and yet the books 
appeared to balance — • 
However, the presentation 
of the bill showed that the 
Ledger was wrong, and the 
difficulty now was to find 
the corresponding error ; 
which was, at a subsequent 
period, discovered in ome 
of the partners* dccoimts. 
— In a house of the first 
magnitude in Bristol, an 
amount much above 100/. 
was claimed and paid with 
interest, three years after 
the &rror occurred, and the 
books apparently balanced, 
— And it is a well-known 
fact, that a person who was 
a partner in a Banking 
House in London, was com- 
pelled to retire therefrom, 
became he had impro- 
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ITALIAN SYSTEM, 



The English System of 
Balancing Books is so 
simple, and so easily under- 
stood, that Gentlemen, ex- 
tensively engaged in trade, 
who h^ve confessed that 
they could not comprehend 
the Italian System, admit- 
ted that they readily under- 
stood this mode, and deter- 
mined to adopt it immedi- 
ately. 



perly drawn out of the 
concern at different pert- 
odSj many thousand pounds 
without any statement 
thereof appearing in the 
Ledger, hut which, not- 
withstanding, was made to 
balance. — / could go on to 
enumerate evils of this sort, 
but these are sufficient to 
show that balancing by the 
Italian System, is a fallacy 
that no one should rely on, 
because every counting- 
house is liable to some of 
these evils. 

This system is considered 
such a mystery, that a 
large majority of persons 
in trade never attempt to 
comprehend itf which has 
prohibited a general adop- 
tion of balancing boohs, 
and from this have often 
arisen those false stater 
ments by which one Part' 
ner has become a rich man; 
while the other, as I have 
witnessed, had become a6- 
solutely poor. 
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ENGLISH SYSTEM, 

The balancing of the 
Ledger can be accomplish- 
ed with the greatest ease, 
and with a correctness that 
will expose every false 
statement, and exhibit 
every error in the Ledger, 
let the amounts be what* 
ever they may. If entries 
should be made in the Led- 
ger, at once, to the Credit 
of a party paying money, 
and the amount, either by 
accident or design, be omit- 
ted in the Cash Book ; even 
this circumstance would be 
detected by this mode of 
balancing : which other- 
wise might, as it often has, 
proved a very heavy loss 
to the Concern. 

This mode of balancing 
books, will make the method 
of Book-keeping by Single 
Entry, a perfect system, 
equal to all the purposes of 
general Trade ; and for 
correctness very far supe- 
rior to Double Entry, by 
the Italian method ; as the 
errors are detected by an 
unerring process, and the 
trouble of calling over the 
books for that object made 
unnecessary. 



BY THE 

OLD PLAN. 

The balancing of the 
Ledger as to correctness 
never takes place^ because 
it possesses no rule for the 
accomplishment of such an 
object ; and thus real errors 
to any amount may acci" 
dentally occur, or false 
statements may &e, and are, 
made^onpurpose to deceive, 
without the probability of 
detection. Two gentlemen 
told me of two cases of 
monies having been received 
by the Clerks, and Credits 
given in the Ledger, 
amounting in one Case to 
more than 700Z. — and in the 
other tonear 3,000/.— 4c;iM- 
out accounting for it : but 
these frauds were detected 
too late and by mere occt- 
dent. 

This method having no 
rule, by which an opinion 
can be correctly formed of 
the existence of errors, reii" 
ance is obliged to be placed 
on the imperfect and sleepy 
process of calling over the 
books. An Alderman of Lon- 
don assured me that by mere 
accident, an error of 1 ,000Z. 
was discovered in his books; 
which existed tlumgh 
knoum, several years* 
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But the English System of Balancing, though it 
requires but little alteration in the method of Book- 
keeping^ and is not subject to any of the evils atteod- 
ant on the Italian System, possesses advantages which, 
persons whose book-debts are extensive, will find to 
•be of very great importance, and accomplished without 
any extra labour whatever. 

. . To gentlemen who have i^ot sufficient leisure, and 
to partners who do not take upon them .a regular ex- 
amination of their books, this System is found to be 
highly satisfactory; because it gives a complete 
epitome of the whole concern ; and if sent to a partner 
living at a distance firom the place of business, which 
may be desirable, he can readily form a correct opinion 
of the whole of the company's affidrs. 

But there is an advantage still more extensive in its 
operation, which may be obtained by a general intro- 
duction of these Systems of Book-keeping and Balanc- 
ing books. From tlie intercourse I have had with 
persons in trade, I am persuaded that a very large 
majority keep their books by 

SINGLE ENTRY, 

and possess no means whatever of proving theoorrect- 
peSiS of their accounts, or of detecting errors or fidse 
statements of any kind. Such persons of course can 
have but a very imperfect knowledge of their affairs ; 
and are liable to all the evils which have been enumer- 
ated. I.cannot therefore omit to recommend them, 
to give a due consideration. to this subject which has 
such strong claims on every one engaged in Trade* 



If tht infomation were expensive to be obtauifd,-^if 
it were Afficult to learn^ — if it jp^quired a new set of 
books, or iany troublesome idteratioa in the nM)de iji 
book-keeping, — >these would be formidable 'objectiom 
to its introduction.— But as Ae expense will be tri- 
fling, compared with the advantages, — as the infotrma- 
tion is easily acquired, — as new books are not neces- 
sary-) — there cannot be a reason why certain correct- 
ness should not be adopted in every set of bocdLS. * 

More especially as all entries in the day books, 
written nearly as they generally are, 9ae so improved 
}sj this new mode, that it astonishes every one, and 
they wonder that they had utit seto this sicftple im- 
provement before, which prevents common errors, of 
a certain description, occurring even in the day-book. 
It is not probable, therefore, that many will decline 
Obtaining this important information, who, duly- 
valuing their own interest, wish to get rid of every 
lability to error, and to place ev^ temptation, within 
'^eir control, out of the way of those about theoiy 
who might otherwise do wrong ; a conduct much more 
laudable than even the forgiveness of crime. 

But I am aware, that prejudice for long established 
usages will too frequently induce a submission to every 
evil that can occur, if it be but oilt of sight, rather 
than (bonform to any alteration WhiititVer. And yet, 
probieibly, such persons would take the most ^Uiot 
means to keep an account of their wine-cellar, uid 
would be exceedingly cautious to prevent a bed debt ; 
but to take any neW mode of proving that all the 
goods entered as going out of tfieir warehouse eve 
posted to the Ledger, is a very tliflS^entbesinMi; 
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and to thfim lai9es> im thift wie^j, of whoever m^^gK^^ 
tud^i are not w^tb i!k^ troMhl'B of ^teoUon, ! 
. It is a lam^atablQ cmuioslwfie that t^ It^^ 
iffhidi grow up so ei^te^ively mt qf tb9 preset syisi- 
tems of Book-J(eepi9^5 w^e likely to be of eti41^ 
ceaitinuaiic^ mdess as ufiiverinl spirit of i^q^urjr Uj^q 
the present could be exeited. For if we look ajC the 
experience of young men who Qxe annually coming 
into business in this kingdom, do we tneet with oip^ 
in a thousand who knows any thing of thait most im- 
portant maitter, the Balancing of Book^ ^ — Parei|t(| 
and Guardians should maturely consider this, and 
take care that the youths who are under tbeij: g^id« 
ance, shall study diig science^ 

If ymjng men will but study thij» sei^ee, they will 
not only become niuch more valcUaUe^ at the desks pf 
their employeray but wl^n they e^ter idtp busiuesf 
on their owu account, they will be ^a fam^iar ¥(ith 
regularity and correctness^ that they canp^ fail to a^* 
certain the aimual profits of their trade : a^iid if they^ 
wiU theii o^Iy ke^ wi^biii compass, o^r list of bauki 
r^pts wUU i» a few year?, be v^iy mw^ reduced. 

If the JSvglish Systems of Bpok-keeping, ai»d Ba-^ 
lanciug of Books, had todepend merely upon my asser-^ 
tiflPQ ftff th^r character, I am well aware that th^ diffi-* 
culty of drawing out the pubUc attention to tlieir merits 
would be very much increased. But tlicir tihaiaeter 
has, many years sine^, ceased to depend on: my asser- 
tion.-^-The Systems hare been uqed by the Eaat India 
Company for a period of seven years, aa well as by 
Bankers^ MerohioHia of high aminenoe, and in everjr 
line ;. by Jwnt Stock <]lfimpantea, IjuruiajHK^ firdfien; 
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Woollen, Cotton, Earthen Ware, Glass and other 
Manufacturers, Distillers, Ironmongers, Silk-men,' 
Booksellers, Stationers, Soapboilers, Grocers, Drapers, 
Tea-Men, Warehousemen, Salesmen, Oilmen, Coal 
Merchants, &c. &c. ; and to these, after many years of 
complete trial, it is admitted by every house^ that it has 
produced the most satisfactory results ; and this too 
accompanied with ease in practice, and a never-failing 
proof of positive correctness. 

Such a trial, therefore, for a series of years by so 
many respectable houses, who can be referred to, 
places this Science on such a footing of recommenda- 
tion to general adoption, as my bare assertion could 
never have accomplished. And I have no doubt, 
that this uncommon sanction will carry a full convic- 
tion of the excellencies of the se systems to the mind of 
every man of business who wishes to be correct. 

For any person, therefore, to come forward and at- 
tempt to prejudice the public mind against its adop- 
tion, is to oppose the reception of an established 
truth. And who will venture to create such an op- 
position ? Certainly none but interested persons, who 
have some unworthy motive for preferring darkness 
to light, intricacy to simplicity^ uncertainty to cer- 
tainty, falsehood to truth, and a cover for dishonesty, 
in lieu of the means for detecting every amount, in- 
serted either by error, or with an intention to deceive. 

Tf these systems had been adopted generally, at the 
time when they got partially into use, numerous in- 
stances of fraud, as well as of insolvency, and losses 
by blundering modes of Book-keeping, would have been 
prevented, and which are now occurring every hour. 
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Under the registfy ot theve systems, Mr. Slepbensob^s^ 
fraudulent conduct woidd not enlj hare been, ekecked: 
by an earlier exposure, but he would also have been: 
prevented from placing a deeeptivei bidancc-«keet 
b^re the Committee of Bankers, who investigated the^ 
aceouBts. 

On what principle, tbere&re, any Banking Heuse, 
or Mercantile Hous&, or Manufacturing House, or 
Trading House of any description, can decline to em- 
brace the opportunity of acquiring that knowledge, 
which must be of importance to every house, I am at 
a loss to guess. 

That perfect knowledge in Book-keeping is neces<- 
sary everywhere, I will mention a few cases that have 
come under my own immediate inspection in this 
year. — Having had to make up the balance-sheets of 
si^i: houses, I examined their books ; in one set it 
turned up, that a bill, which had been paid into a 
Banking-house in the city, in 1826, had not been 
accounted for. This bill, payable in the country, 
had been paid over to a second, thitd, and fourth 
Banking-house, (fromone to the other,) and, although 
the bill had been duly honored, yet the difibrent houses 
had not accounted with each other tn two utkele-^ears ! 
And the neglect wcmld not have been discovered if I 
had not directed a statement to-be made out in such 
way as to meet the case; I ask. what state must such , 
Banking books be in ? 

At another house, where the books had been cast 
up, and the Ledger accounts balanced, I disco- 
vered that a check to the debit of a party was omitted^ 
to be posted. At the. third house I found th&t 
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cashier had taken. credit (more than twelve months 
since) twice, in different months, for several pajrments 
amounting to £.9M, 

And I ask, is not every set of books in the king- 
dom in such a state, as to permit these circumstances 
to occur; except where the English Systems of Book-. 
keeping and Balancing are introduced ? Let him 
that thinks differently, shew me a set of books 
in which he imagines the contrary is exhibited, and I 
shall find no diflSculty in removing the foundation, 
on which he fancies himself to stand secure. 

To place this state of things in a more conspicuous 
point of view, I think I need only compare it with 
the situation of those houses where the English sys- • 
tems are introduced. To do this, I will give only- 
four cases as specimens of the whole. I have ba- 
lanced three sets of books this year kept by the Eng- 
lish method — in the first, there was an error of eight 
pence, which I detected in half an hour; in the 
second there was an error of 19s. which I discovered 
in five minutes— in the third there was no error — 
and then / demonstrated that these books were per-^ 
fectly correct. 

I will mention as the fourth case, that the partners 
:n a firm carrying on two concerns, called on me above 
five years ago, and said they were not satisfied with 
their accounts ; they believed they were defrauded, and 
could not detect it. I told them that my Systems 
would prevent the possibility of fraud in their business, 
without its being manifest. — The business I found 
produced complex and intricate transactions ; however, 
by a special arrangement, applicable to similar lines 



of business, every account in their Ledgers of the> 
largest concern, is balanced every day ; and in the 
Ledgers of their other concern, once a week^ when the 
profits of the whole is ascertained and divided. And, 
although a large part of their business is done for 
ready money, yet not a single halfpenny, from either 
error or fraud, can go undetected ; although the busi- 
ness is so extensive, that three clerks are constantlv 
occupied in writing up the books, and one clerk is. 
entirely engaged in balancing them. 

From this I will take leave to digress, and pass 
upward to the Government Accounts, which is the most 
extensive concern in th is kingdom. And these I pledge 
myself to prove, if called on to do so, may be put on 
equal certainty, as to correctness, with the last men-, 
tioned case ; and would be as simple and plain as any 
accounts in the kingdom, if properly arranged by the 
English System of Double Entry. Other plans may 
be introduced, but they will be void of any certain 
proof of correctness ; and their introduction must be 
by persons who are not masters of the science of 
Book-keeping. 

As the Government Accounts are so intimately con- 
nected with the accounts of almost every trade in this 
kingdom, and which are nearly all defective ; surely 
it cannot be too much to expect, that His Majesty^s 
Ministers should set an example in a matter of such 
vast importance, as correct accounts must be, to a 
Commercial ^Nation. In setting this example, there 
cannot need any hesitation ; as the Hon. East India 
Company have long since taken the lead in giving their 
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sanction, hj their Aecountant-General, to thif valua- 
ble measure. 

It will, of course, be expected that I should pre* 
pose some medium through which the study of Book* 
keeping, as a Science, may be attained. To the eonw 
mon mode of communication, by publishing a work* 
on the subject, there are several objections, the most 
prominent of which is, the great difficulty of so writing 
any work, as to make it self-evident to every pwr* 
chaser^ that it is applicable to his particular line of 
business. 

The course I have hitherto taken has been by per- 
sonal attendance, and then discussing the subject in 
reference to the party'^s books ; but this has not only 
been a tedious operation to me, but must, of course, 
in a national point of view, be very limited as to 
extent of communication. Yet this course has been 
essentially useful, by introducing the Systems to 
several hundred houses of great respectability ; and 
thus, though by slow degrees, the improvement hat 
secured to itself a character of superiority over every 
other system, before the public attention has been 
arrested. 

From the numerous applications which have lately 
been made to me, to give instruction on this subject, 
I am induced to try a more popular method of com- 
munication, and intend to make arrangements for 
delivering a course of lectures on the subject ; so dif^ 
fusive as to manifest its adaptation to every bu- 
siness. This mediinn will be applicable to persons 
already engaged in every department of Trade or. 
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Commerce, as well as to young men employed 
therein, who are ambitious to improve. 

It is a matter of consolation that there is in this 
kingdom, a disposition very generally manifested at 
this time for improvement ; every branch of manu- 
facture and trade has been making rapid prepress 
towards perfection : there is scarcely any thing that * 

we can see, which is produced in the same state it was 
thirty years ago; a master*s hand seems to be 
stamped on the whole. 

Let the same disposition be manifested in every 
counting-house, and at the desk of every shop, and the 
perplexity of the Italian mode of balancing, with the 
uncertainty of Single Entry, will give place to the 
plain English Systems : and our account-books will 
then for ever rest on a science of simplicity and truth. 
The Book-keepers, no longer wearied to incapacity in 
vexatious and endless examinations, will view our 
annual settlements with cheerfulness, and the day of 
balancing will become as certain as the day of the year. 

In a matter of such vast importance as correct ac- 
counts, it is natural to imagine, that in these king- 
doms, there can be but one opinion among the en- 
lightened part of society, and that systems of sim- 
plicity and truth, when made known must be pre- 
ferred to systems of uncertainty, perplexity, and error. 
I therefore calculate on seeing an anxiety very gene- 
rally manifested to become acquainted with an im- 
provement so strongly and so respectably recom- 
mended. 

If the most eminent houses for business, which, by 
the extent of credit they give, must be deeply in- 
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tevested in the quesdoB, wiU but affimrd their m 
sanction to the plan of improvement which I pvop^se^ 
a complete renpvation may be e&cted in a few years. 
Book-keeping will hereby be siin^fied ; r^ularity 
established ; every amount of error will be detected ; 
the door against Mae entries will be shut ; the ba- 
lancing of bo^s will be so simplified, that every 
Book-keeper will be able to make hid General Ba- 
lance-sheet on any given day ; Partnership accounts 
will be correctly settled every year (at least) without 
either difficulty or dispute ; the number of Insolvent 
cases will be reduced ; bankrupts will be treated ac- 
cording to the state in whieh they exhibit their books ; 
and creditors will be able to examine the bankrupt's 
accounts, with a con&dence very different from that 
which is manifested now. To effect this desirable 
object would be a national advantage, and to accom- 
plish it, there is no need of any other aid, than a* 
general adoption of the English Systems of Book- 
keeping and Balancing Books. 



T. C. Hansard, Printer, Patemoster Row, London. 



